§3575.48

financial feasibility analysis for utility
systems.

(c) Other community facilities. Finan-
cial feasibility reports for all other fa-
cilities must be prepared by a qualified
entity not having a direct interest in
the management of the facility. The
lender may prepare the feasibility
study if qualified staff is available.

(d) Exceptions. The Agency loan ap-
proval official may exempt the lender
from the requirement for an inde-
pendent financial feasibility report
(when requested by the borrower and
the lender) provided the approval offi-
cial determines that the financial fea-
sibility analysis prepared by the bor-
rower fairly represents the financial
feasibility of the facility and the finan-
cial feasibility analysis contains an ac-
curate projection of the usage, reve-
nues, and expenses of the facility.

(e) Insufficient information. When the
lender or Agency has insufficient infor-
mation to determine the borrower’s re-
payment ability, an independent feasi-
bility analysis is required.

§3575.48 Security.

(a) Lender responsibility. The lender is
responsible for obtaining and maintain-
ing proper and adequate security to
protect the interest of the lender, the
holder, and the Government.

(b) Type of security. Security must be
of such a nature that repayment of the
loan is reasonably ensured when con-
sidered with the integrity and ability
of project management, soundness of
the project, and the borrower’s pro-
spective earnings. The security may in-
clude, but is not limited to, the fol-
lowing: General obligation bonds, rev-
enue bonds, pledge of taxes or assess-
ments, assignment of facility revenue,
land, easements, rights-of-way, water
rights, buildings, machinery, equip-
ment, accounts receivable, contracts,
cash, or other accounts or assignments
of leases or leasehold interest.

(c) Separate security. All security
must secure the entire loan. The lender
will not take separate security to se-
cure only the unguaranteed portion of
the loan. The lender will not require
compensating balances or certificates
of deposit as a means of eliminating
the lender’s exposure on the
unguaranteed portion of the loan.
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88§3575.49-3575.51 [Reserved]

§3575.52 Processing.

(a) Preapplications. 1) The
preapplication package must be sub-
mitted either alone or the necessary
information may be submitted simul-
taneously with the application. The
preapplication package will contain:

(i) An Application for Federal Assist-
ance on a form provided by the Agency
(available in any Agency office);

(ii) State intergovernmental or other
type review comments and rec-
ommendations for the borrower’s
project (clearinghouse comments, if ap-
plicable);

(iii) Supporting documentation nec-
essary to make an eligibility deter-
mination such as financial statements,
audits, copies of organizational docu-
ments, existing debt instruments, etc.;
and

(iv) Documentation of lender eligi-
bility in accordance with §3575.27.

(2) If the Agency determines that the
project may meet requirements and is
likely to be funded, the lender must
submit a complete application if it has
not previously submitted one. The
Agency must do an environmental re-
view before further processing will be
completed.

(b) Applications. Contents of applica-
tion package:

(1) Application for Loan and Guar-
antee on a form prescribed by the
Agency (available in any Agency of-
fice);

(2) Proposed loan agreement;

(3) Request for Environmental Infor-
mation (available in any Agency of-
fice);

(4) Preliminary architectural or engi-
neering report;

(5) Cost estimates;

(6) Appraisal reports (as appropriate);

(7) Credit reports;

(8) Financial feasibility analysis and
report; and

(9) Any additional
quired.

information re-

§3575.53 Evaluation of application.

If the Agency determines that the
borrower is eligible, the proposed loan
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is for an eligible purpose, there is rea-
sonable assurance of repayment abil-
ity, sufficient collateral and equity ex-
ists, the proposed loan complies with
all applicable statutes and regulations,
the environmental review is complete
and considered in determining compli-
ance, and adequate funds are available,
the Agency will provide the lender and
the borrower with the Conditional
Commitment for Guarantee, listing all
conditions for the guarantee. Applica-
ble requirements will include the fol-
lowing:

(a) Approved use of guaranteed loan
funds (source and use of funds);

(b) Rates and terms of the loan;

(c) Scheduling of payments;

(d) Number of customers;

(e) Security and lien priority;

(f) Appraisals;

(g) Insurance and bonding;

(h) Financial reporting;

(i) Equal opportunity and
discrimination;

(J) Environment or mitigation,;

(k) Americans with Disabilities Act;

(I) By-laws and articles of incorpora-
tion changes; and

(m) Other requirements necessary to
protect the Government.

non-

§§3575.54-3575.58 [Reserved]

§3575.59 Review of requirements.

(a) Lender and borrower. The lender
and borrower must complete and sign
the Acceptance of Conditions and re-
turn a copy to the Agency as soon as
possible. Notwithstanding the pre-
ceding sentence, if certain conditions
cannot be met, the lender and borrower
may propose alternate conditions for
Agency consideration.

(b) Cancellation. If the lender decides
at any time after receiving a Condi-
tional Commitment for Guarantee that
it no longer wants a guarantee, the
lender must immediately advise the
Agency of the cancellation.

(c) Modifications. The lender agrees
that once the Conditional Commitment
for Guarantee is issued and accepted by
the lender and borrower, it will not be
modified as to the scope of the project,
overall facility concept, project pur-
pose, use of proceeds, or other terms
and conditions.

§3575.63

8§3575.60-3575.62 [Reserved]

§3575.63 Conditions precedent to
issuance of the Loan Note Guar-
antee.

The Loan Note Guarantee will not be
issued until:

(a) The lender certifies that:

(1) No changes have been made in the
lender’s loan conditions and require-
ments since the issuance of the Condi-
tional Commitment for Guarantee ex-
cept those approved in the interim by
the Agency in writing.

(2) All planned property acquisition
has been completed and all develop-
ment has been substantially completed
in accordance with plans, specifica-
tions, and applicable building codes. No
costs have exceeded the amounts ap-
proved by the lender and the Agency.

(3) Required insurance is in effect.

(4) AIll equal opportunity and Fair
Housing Plan requirements have been
met.

(5) The loan has been properly closed
and the required security instruments
have been obtained on any after-ac-
quired property that cannot be covered
initially under State statutory provi-
sions.

(6) The borrower has marketable title
to the collateral then owned by the
borrower, subject to the instrument se-
curing the loan to be guaranteed and
subject to any other exceptions ap-
proved, in writing, by the Agency.

(7) When required, the entire amount
of the loan for working capital has
been disbursed except in cases where
the Agency has approved disbursement
over an extended time.

(8) All other requirements of the Con-
ditional Commitment for Guarantee
have been met.

(9) Lien priorities are consistent with
requirements of the Conditional Com-
mitment for Guarantee.

(10) The loan proceeds have been dis-
bursed for purposes and in amounts
consistent with the Conditional Com-
mitment for Guarantee and as specified
on the application for the guaranteed
loan. A copy of a detailed statement by
the lender detailing the use of loan
funds will be attached to support this
certification.
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